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PROBLEM/OPPORTUNITY
As shown in Figure 2, the revenue 
from wood products exported from 
Malaysia is rising after mid 1980s. But 
in the last 10 years, the main factor 
of this increase, is the development 
of furniture export. As per 2009, 
these wood products exports, 
between US$7–8 billion, where 
based on a competitive production 
structure of 3776 mills. That is to say 
that on average, 1 Malaysian mill 
helps to create US$1.8–2 million of 
wood products exports.
To reach the objective of RM53 
billion exports by 2020, this means 
that 5700 to 6700 companies should 
be created within the period if the 
factors of competitiveness remain 
similar, or that the competitiveness 
factors of Malaysia would evolve 
fast enough to allow one firm to 
generate US$4.5 million of wood 
exports in average. Probably none of 
these extreme paths is realistic, but 
a combination of the two would be 
probable.
Nevertheless, when expressed this 
way, the numbers seem to represent 
a herculean task. Is this achievable? 
By comparison, Italy, one of the best 
world exporters of wood products, 
succeeded in generating around 
US$400 billions of exports, based 
on a structure or around 90,000 
manufactures. That is to say that the 
average Italian company generates 
around US$4.4 million of exports. 
So, it is theoretically achievable. It 
also means that the Malaysian wood 
sector would have to reach the same 
productivity as the Italians by 2020. 
But how? Such an evolution would 
have massive consequences, and 
these can be envisioned through 
several lenses.
ISSUE
The Malaysia’s wood-based 
industry is expected to contribute 
substantially to national income 
earning through value-added 
products such as furniture, 
mouldings, panel products as well 
as builders’ joinery and carpentry. 
During the Second Industrial Master 
Plan (IMP2, 1996–2005), it was 
recorded that the total export value 
of wood-based products increased 
by an average annual rate of 5.7% 
from RM12.8 billion (1996) to RM 21 
billion (2006) with the significant 
increase evidenced in panel 
products. Based on that remarkable 
growth, Third Industrial Master Plan 
(2006–2020) outlined  that exports 
of wood-based industry are targeted 
to rise at an annual rate of 6.4% to 
reach RM53 billion by 2020 (Figure 
1).
What does it take for Malaysia to 
achieve RM53 billion?
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Figure 1: 
Total export of wood 
products from Malaysia, 
1979–2020 (million RM)
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factor of competitiveness will not be 
ready by 2020.
Third, the flexibility of the 
companies is becoming the main 
competitiveness factors, this 
flexibility relies on speed of action, 
and necessitate industrial clusters 
and pools of small but flexible 
companies. The Italian model is 
characterised by the small size of 
its companies (four workers per 
company in average), and a strong 
reliance on its domestic sector. The 
exports represent only 30% of the 
wood sector economics. Malaysia 
also is characterised by the existence 
of clusters of small companies, with 
an average size similar to what is 
observed in Italy. In this regard, 
the potential is available for a 
quick adaptation of the industry 
by shifting more attention to the 
domestic trade sector.
OPTIONS
Two critical paths should be taken 
in consideration in order to achieve 
the targeted timber products export 
value of RM53 billion by 2020 with 
appropriate policy changes. 
First, there is a need to quickly 
improve the Malaysian training 
complex for the wood sector: 
forestry faculties, furniture and 
housing professional centers, 
colleges and furniture design 
faculties. With proper planning, 
this training complex through 
incorporating knowledge in 
mechanisation and information 
technology will favour a pool of 
skilled workers to run competitive 
SMEs. 
Second, there is a need to favour the 
growth of domestic trade as support 
of the exports, in particular the wider 
utilisation of the wood products in 
construction industry and public 
procurements. 
* Data from Federlegno Aredo 
(Italian Wood Industry Federation)
First, Italy is the main European 
wood consumer and importer of 
raw wood, and exporter of finish 
products, being the “wood mill” of 
Europe. Malaysia, to achieve similar 
productivity, and facing already 
raw wood shortages, would have to 
increase its imports by magnitudes 
of importance. Malaysia would have 
to become a major importer of raw 
wood. Although involving a lot of 
changes in the import policies, this 
should be quite possible to reach.
Second, a pool of skilled and 
efficient workers specialised in 
the wood sector will be needed to 
elevate the Malaysian firms to a high 
standard. By comparison, in Italy, the 
existing mills can use the resources 
of 12 forestry faculties, 12 furniture 
and housing professional learning 
centers and 40 colleges and faculties, 
and 10 design colleges and faculties. 
If using the same ratio per total 
population, this would mean that 
Malaysia would need five forestry 
faculties, five professional centers, 
18 colleges and faculties, four 
furniture design faculties*. Given 
the time of creation of such learning 
centers, and the even longer time to 
train sufficient quantities of skilled 
workers, it is foreseeable that such a 
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Figure 2: 
Wood exports from 
Malaysia to the world, 
1979–2007 (in million RM)
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